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A. Introduction
Michael W. Gordon*

I am going to give you a quick quiz. I am going to ask you a question
and then I am going to count to five. At the end of five, I want you to call

out a number, that is all, I do not want to give you time enough to think.
During the time of Fidel Castro, how many U.S. presidents have served?
Ten presidents have served. Eisenhower, Kennedy, Johnson, Nixon, Ford,

Carter, Reagan, Bush, Clinton, and Bush. Now, you might consider the two
Bushes as one, but whatever it is; there have been ten people.
Fidel announced in January that Raul is his designated successor. When
is it over? I mentioned some years ago at a conference that the best I could
estimate was the famous comment of Yogi Berra, "It ain't over til it's
over." Of course, since the time that he said that after Castro had assumed
power, Yogi is long, long gone.
What else new can we say about post-Castro Cuba that has not been
said in the past forty years? Is it not all getting a little boring? I have wasted
a lot of time on Cuba. I am tired of talking to radio and newspaper
reporters about the Helms-Burton law or the Cuban Democracy Act, about

what laws Cuba must adopt when Castro passes, about what the impact of
Pope John Paul II or Jimmy Carter will have when they visit Cuba, about

compensation for expropriated U.S. former owners of property in Cuba. I
have come to realize that Cuba is simply diminimus. It is for sale, for votes.

* The Chesterfield Smith Professor of Law at the University of Florida Levin College of
Law, where he has taught since 1968. He has held the Centennial Professorship at the London
School of Economics, the James S. Stone Chair at the University of Alabama, the Alverson Chair
at George Washington University, and also has been a visiting professor at Duke University,
Kostanz, Frankfurt, Escuela Libre de Derecho (Mexico), Universidad Nacional de Costa Rica, and
King's College (London). He has lectured in the United States for the Council on Foreign
Relations and abroad for the Department of State. Professor Gordon has consulted for ten foreign
governments, held Fulbright professorships in Mexico, Guatemala and Germany, and has been
a Scholar-in-Residence at Bellagio. He has authored or co-authored more than thirty books and
numerous chapters and articles. His books are principally on international business law,
comparative law, Mexican law, and on the NAFTA. Professor Gordon was appointed by the
Clinton Administration to the dispute resolution panels of both the World Trade Organization and
the North American Free Trade Agreement.
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I am a slow learner. I should have realized it much sooner. There are far
more important problems in the hemisphere - Venezuela, Argentina, and
Colombia.
There will ultimately, however, be what I often refer to as a
reunification of Havana and Miami. Waiting with much anticipation in
Miami, as in West Germany, is a Miami-Cuban. When I refer to MiamiCuban, I mean a sort of generic term of Cubans outside of Cuba. It just
happens that an awful lot of them are in Miami.
There is a Miami-Cuban community with wealth, education, knowledge
of the language of business English, a work and religious ethic, and
extensive experience in operating a business in a market economy. Waiting
with much trepidation in Havana, as in East Germany, is a Cuban-Cuban
community with no wealth, politicized education, limited knowledge of
English, little work and religious ethic, and limited experience in operating
business in a market economy. West Germany literally swallowed East
Germany. Wealth and workers poured in at unpredicted numbers.
Dislocations were severe. Almost all law faculty, for example, were
displaced in East German universities.
Will one current University of Havana law faculty member survive the
first decade of post-Castro rule? The result of the reunification is likely to
be a Cuba owned and managed by Miami-Cubans and not owned, but
operated, by Cuban-Cubans. I made a note of what legal acts or quasi-legal
acts have happened in the last forty years with regard to the United States
and directed toward Cuba. There are really five principal actions.
The first principle action in the 1960s are the Cuban Assets Control
Regulations, the regulations of Treasury that imposed a scheme of dealing
with Cuba through the Treasury Department and the control of money. In
the mid-1970s, Jimmy Carter passed a policy because of concerns that the
Ford Company in Argentina and the General Motors Company in Canada
both had reacted to some very strong pressures from Miami-Cubans to stop
sending products to Cuba from American subsidiaries abroad. Both ofthose
nations said such a policy would be intolerable and an interference with
their sovereignty. That policy led to a reversal in 1992 after the Soviet
Union had fallen and after the Soviet subsidization of Cuba had stopped.
The second principle action was the Cuban Democracy Act. President
Bush vetoed the Cuban Democracy Act in year one and promised to veto
it the next time around. As a presidental candidate, Clinton said he would
sign it and President Bush reversed his position. It was a law that was
passed in my view strictly to get Florida electoral votes. It turned out that
it did not get Florida electoral votes.
Four years later the Helms-Burton law was being pushed and President
Clinton was not behind that law until some brothers came to the rescue by
https://scholarship.law.ufl.edu/fjil/vol15/iss1/6
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having a couple of their airplanes shot down and pressure changed the vote
in Congress. Then recently, the Food and Agricultural Law was passed and
is really one of the first laws that seriously begins to look at Cuba and
opens some trade. Although there was substantial pressure not to pass that
law at all, ultimately the compromise was to allow sales as long as they
were for cash.
Looking at U.S.-Cuban relations from the Cuban perspective, in 1982
the Joint Venture Law was passed. This law was really not very much help.
It was a typical first time law for a nation in some transition away from a
strict Socialist economy where you invite companies to come in with a
maximum forty-nine percent. It brought very, very little investment in which
occurred mostly in the hotel industry.
In 1993, there was a series of three decrees, two of which were simply
acknowledging what existed. First, was the de-penalization, not the
decriminalization but the de-penalization, in holding dollars. Castro knew
how many dollars were in Cuba in a second economy ofdollars. He wanted
access to the dollars so he allowed Cubans to come into the dollar stores
hoping that they would bring all these dollars in where they would
ultimately end up in government coffers.
Secondly, he authorized about 115 (it is now up to about 150)
individual businesses to open, such as hair salons, small restaurants, and
other small businesses in homes belonging to Cubans. These had already
been occurring.
The third decree in the summer of 1993 created something called the
Basic Unit of Cooperative Production (UBPC). It is a union of basic
production in the agricultural area that essentially collapsed from the size
of a very large state farm into something more manageable. In my opinion,
this was new and unique.
The last law of any great significance in Cuba was the 1995 Investment
Law in 1995 (although there have been a few since then that I think are
important). This was the second stage of a transition of investment laws. It
has been the basis for a very, very substantial amount of investment. When
I look at that number of laws and how much they really are directed toward
a serious economic development, I just fall back and say diminimus. The
first is that Cuba today is in dire economic straits. It has been in dire
economic straits, I think, for twenty years. It was in dire economic straits
under the USSR in the sense that it was a totally subsidized nation. Since
1988, it has been on a downward spiral because that subsidization has
disappeared.
The second area was that the embargo failed. How long must you leave
the Trojan horse outside the gates before you take it home? Ours has been
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there for a very, very long period of time. It seems to me it is being used
more by Castro than by the United States.
The third point is that the tough policy of the United States toward
Cuba is not supported by third-nation trading partners and this has been so
for more than twenty-five years.
The fourth area is that the rest of the world is investing in Cuba. That
was being done in the early 1980s in the beginning of the hotel investment.
There certainly has been a surge after 1988 with the Soviet withdrawal, but
it is still nothing greatly significant as it would be under a free economy.
The last point is the credibility of the United States and its reasons for
not participating in Cuba have diminished. That happened with the
dissolution of the USSR and the downward amount of support. It also
happened with the cessation of the intervention in Latin America by Cuba,
which really stopped in the 1980s.
I would give five other statements that I think might be good for a
program.
1. Cuba will be controlled by Miami-Cubans. Foreign-sourced wealth will
pull the strings. In this I speak of statements that will arise in the first
decade of post-Castro Cuba.
2. Sugar will be a problem. Will we say to Barbados, we are restoring
some of the quota belonging to Castro or Cuba, and we are going to
diminish yours? Will we be encouraging you all to switch from diet to
sugar Coke to consume more sugar? There are going to be problems,
I think, with the allocation of sugar purchases by the United States.
3. Expropriation and dealing with the border guards will be difficult. East
and West Germany did not contemplate the problems of either
expropriation or what to do with the border guards. Expropriation is
somehow going to have to be dealt with in some combination of
restitution of properties and compensation. There is no possibility that
Cuba can pay off what has amounted to $15-16 billion, including
interest of debt, to the United States alone. I had not thought of the
border guard issue until doing another presentation in Constance a few
years ago about a program that talked about reunification and then
talking about how that might apply to Cuba. But there are people in
Miami who are very concerned. They were shot at and their families
were killed. There are a lot of people who died coming out of Cuba on
rafts. Who will pay the price for those acts in Cuba today?
4. The pressure for Miami-Cubans to change from boycotting Cuba to
subsidizing Cuba will change. I think we will see a very rapid change
from the push in Congress to subsidizing Cuba with very substantial
amounts through credits that probably will never be repaid.
https://scholarship.law.ufl.edu/fjil/vol15/iss1/6
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5. The face of Miami will change. I am not sure how. It may become more
Cuban with this reunification because these are simply going to be
North and South Havana or North and South Miami.
These are interesting questions to ask. Whatever happens in the Cuban
economy in the post-Castro years will really have little impact in the United
States. We will not be dependent on Cuba for our vacations,
manufacturing, or oil. In every way Cuba will be in almost every hamlet of
the United States a little island that was lost in time for half a century and
in the lives of almost all Americans will remain diminimus.
I am a little sad about saying all that because I have been to Cuba as a
traveler. My experience in Cuba pushed my mind set into Latin America for
my career, allowed me to do work for my first book and my economics
master's thesis. But I would rather think that we have spent too much time
in talking about Cuba in the post-Castro years. I would like to just sort of
sit back for a while and wait for it to happen. It will happen but, as Yogi
Berra said, "It ain't over 'til it's over."
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B. The Business Opportunitiesand Realities in Cuba
Teo A. Babun, Jr.*
What is so special about Cuba? It is special because it is a country of a
little more than eleven million people, larger than Belgium, Ireland, and
Holland combined, longer than the State of Florida, strategically located
right smack in the middle of the Gulf between Florida, New Orleans,
Houston, and Central America. It has more than twenty-one thousand miles
of highways and four interstate highways crossing the island. There are six
international airports in Cuba.
In Cuba, there are 31 ports with cargo operations that can handle up to
150,000 ton oil tankers. If you do not know what a 150,000 oil tanker is,
those are the really big oil tankers. They can fit right into the Bay of
Matansas. There are 9200 miles of railroads.
In Cuba, there are 6 phones per 100 persons on the island and there are
14 electrical power plants with total capacity of 3200 megawatts. I am an
electrical engineer also and I understand what megawatts mean. But let me
tell you the issue of the railroads is very important because there are no
other islands in the Caribbean except a little recreational railroad facility in
Jamaica, and of course, some railroad facilities in Colombia, to move coal
that can and have been used for railroads to move cargo back and forth.
This is the same rail system or the same frame, the same gauge system as
used in the United States.
What does this mean? That means that at some point, if Cuba ever
opens relations with the United States, that we will be able to take a
container or a train facility out of Chicago, fill it with all kinds of whatever
it is that they are going to buy in Cuba, bring it down through the rail

* The author of more than 100 manuscripts and reports on Cuban business, political, and

economic issues, including The Business Guide to Cuba, a special report dealing with current and
post-embargo business opportunities in the island; Cuba's Sea & Air Transportatio; and Cuba
Infrastructure & Opportunities, a report dealing with ten key industries in Cuba. His most recent
book titled, The Cuban Revolution - Years of Promise, is a historical account of the Cuban
revolution from 1953 to 1963. He has addressed more than 200 groups throughout the United
States, Canada, Europe, and Latin America. He is President & CEO of the Cuba-Carribean

Development Co., Ltd., a consulting division of T. Babun and the National Executive Director of
ECHO-Cuba, a non-profit effort to facilitate independent human service development to providers

and for humanitarian aid in Cuba. He is a graduate of Michigan Technological University with a
major in Electrical Engineering, and a Master's in Business Administration.
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system, either CSX if it is going to Tampa or Florida Railroad if it is going
to the east coast, put it right on a rail barge, send it to Cuba, unload it, put
it right on the rail system, and send it all the way to a facility in Cuba. That
is quite different than the way we do business today in the Caribbean. There
are 6 cement plants in Cuba with a total capacity of 5.3 million metric tons
of capacity.
In Cuba, there are fifty-three active mining operations. There are two
hundred target deposits in the country. That means that there are fifty-three
active mines and there are potentially another two hundred potential mines
in the country. That includes zinc, copper, and gold. There is an operating
gold mine in Cuba, but primarily there are copper mines.
In Cuba, there are 156 sugar mills in the country, 290 industrial facilities
with over 500 employees operating in the island, and of course, it produces
citrus, tobacco, coffee, tropical fruits, winter vegetables, some rice, and
other crops. There is very little hope that we will be able to export citrus
products and vegetables to Cuba when Cuba opens and vice-versa. That is
not in the cards even when it happens.
A report completed by the International Trade Commission shows that
the moment Cuba and the United States open trade relationships the
opportunities will range between two to five billion dollars in trade. Those
that really know will tell you that it is even much higher than that. Former
Ambassador to Haiti Ernest Preeg suggests that the figure will be ten billion
dollars in terms of trade within the first five years.
Cuba today has the largest number of hotel rooms in the entire
Caribbean, even-more than the Dominican Republic. The climate as you
heard from William Messina yields fertile soil and in proximity to the
American market spells a potential source for all types oftobacco products
and what not. The metal that we were looking for was nickle of course, and
Cuba has thirty-seven percent of the nickle of the world in reserve. Nickle
may not be really important to Florida and it probably will not be, but it will
be to other markets in the United States that today import nickle from as
far away as South Africa and hope to import some from Canada and there
is a little bit that comes from Mexico but primarily Canada and South
Africa are the markets.
In terms of opportunities, Cuba needs six million head of cattle just to
replace the lost herd in the country. There is a significant shortage of
housing; some say that it may approach as much as seven hundred thousand
units. Cuba imports today, more than 350,000 tons of rice from Asia, and
needs about $10 billion in terms of fixing the infrastructure in the country,
just to bring it up to date.
Of course, you need to remember some of the things you heard here
today. It is still a communist country. There are 450,000 people in the
Published by UF Law Scholarship Repository, 2002
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country who have applied for U.S. exit visas, including by the way and
most of you probably have not heard this because you are here in
Gainesville and I know it is real, real far away from Miami, including the
father of Elian. It turns out that the Immigration and Naturalization Service
now says that they had buried an application from the father of Elian, that
he really wanted to come to the United States. Oh, my, the exiles were right
all along, the father really did not want his kid to go back to Cuba. But who
wants to talk about Elian again?
The average monthly salary in the country will buy you about nine
pounds of pork only. Most consumer goods are rationed in the country.
The island survives primarily from income from two areas - the foreign
remittances which approach one billion dollars a year. You can debate that.
Some say it is only eight hundred million dollars. Whatever it is, it is
number one in terms of maintaining the economy.
The second one is tourism, which is not shown there. But it remains. It
is a country with no opposition party.
In Cuba, there are no real elections. There is no free media. Exports as
William Messina showed you, were down to about 1.4 billion while imports
are 2.5 billion in the country.
In Cuba, there is a number of things that can be done. What U.S.
citizens, or even non-U.S. citizens that live in the United States can have,
in terms of commercial activities with Cuba, is very, very limited. The
selling of food and medicine, of course, as you heard earlier. You can do
all kinds of little things, like have a trade show, exhibition, musical
recording, and tours. You can pay for certain other items that the United
States companies provide in Cuba, including charter flights, telephone
communication facilities, some licenses, investigations, studies, and some
sales of publications.
The donations and sale of humanitarian aid and some religious projects
are allowed in Cuba. Of course, the legal remittances from Americans to
eligible Cuban families or individuals in the country. That is about the limit
of what is allowed today for you and I to do in Cuba. It is very confusing.
If you try to, if you are not on that list and you want to find out what you
can do with Cuba, it is very, very difficult to get a straight answer from
either the U.S. Treasury or the U.S. State Department so the unanswered

question is: Do not do it. They just do not promote that.
As you heard also earlier, there are a lot of new voices driving change
do
to business with Cuba, the U.S. business community, and USA Engage
as you heard earlier. A number of different senators and congressmen

primarily out of the Republican arena are coming out and saying enough.
We want to see some changes. With that comes a number of new bills in
Congress and a number of coalitions.

https://scholarship.law.ufl.edu/fjil/vol15/iss1/6
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On April 20, 2002, there was an announcement that thirty-four
legislators created a coalition to change the embargo so there are some new
bills in Congress to remove the restrictions on the sale of food and medicine

so that private enterprise can provide the credit so Cubans can buy. The
legislators also want to remove the travel restrictions. You and I will see
one of these bills pass Congress this year. We do not know exactly when,
but it will happen and so there will be an issue that the White House is
going to have to deal with. The votes are there now, both at the Senate and
at Congress to get a resolution on a bill to modify the embargo even
further. That is going to happen this year.
The question is why can Cubans take seventy-three million dollars that
they really should be spending on goods and services from the French and
the Germans and those that have been giving them credit all the time, and
commit Hari-Kari. This is their call now. They think that they have the
votes in Congress. They have to push the issue, so they have to sacrifice
their friends and make closer friends and send a point to Congress that they
are really serious about this. So, they are taking a great big chance on doing
this. Perhaps they do not think it is such a great big chance because, like I
said, they have the votes.
The problem will be: where will that bill be buried? Where will it be
placed? Will it be the kind of bill that the President can veto? Will it be the
kind of thing that the President wants to veto or will he want to just send
a message to the Cuban exile community that he wishes that he could have
vetoed it but that he could not because it was part of a much bigger bill that
he could not touch and so on and so forth in terms of the complexity of the
American trade relations with Cuba.
Finally, the political realities of the year 2002 that have to be integrated
and factored into everything that we talk about when we deal with Cuba.
The re-election of Senator Bob Graham in Florida will play a role on this
issue. The re-election of the Governor of the State of Florida, Jeb Bush,
will play a major issue on, well, you heard about this a little bit earlier.
If Cuba is for sale in terms ofvotes in the United States, then the Cuban
exile community has a massive three hundred thousand votes, and will
obviously play a role. If they can influence other votes, worse for the case,
and so those will have tremendous impact. On the other hand, Jesse Helms
is no longer the chair of the Senate Foreign Relations Committee, and low
and behold, Jesse Helms, Helms-Burton. So Jesse Helms had the law. Now
he is no longer there.
It so happens that the Senate Foreign Relations Committee now, except
perhaps for a few members, including our own Senator Bill Nelson, who
like Bob Graham, has the problem of the exile community. I can talk like
this about the exile community because I live there. So I think I would get
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mad if somebody else were to do that but I recognize what we represent
and so forth and some of the dynamics that exist in Miami with that

community.
Since Jesse Helms is no longer in Miami's exile community, the Foreign
Relations Committee has immediately changed. The entire Foreign
Relations Committee said the money that USAID, five million dollars a
year, was for support of dissidents in Cuba, which is not what Congress
wanted the five million dollars a year to be spent on. Congress wanted the
monies to go to build civil society so there would be a change. They did not
know what to do with the money. So what did they do? They gave one
million dollars to the University of Miami to do something that has already
been done, to study what happened in Eastern Europe so that they can
create a model to present to future Cubans of a new potential government.
Well, as you know, those of you that are studying international law and
international issues, all those studies have been done already. So the
University of Miami got one million dollars for doing nothing because
USAID did not know what else to do with the money. But they did do a
couple of nice things. They gave a couple of hundred thousand dollars to,
for example, Florida International University to find out how to help those

that are conducting social services in Cuba like the churches so that would
help the civil society. But it was a real stretch to get them to do things like
that.
Lastly, the fact that the President may still be obligated to pay back for
votes by the Cuban-American community in Miami and that pressure

remains so even though the exile community is pretty well divided in
Miami. Cuba is so close and so unique - that is why Cuba is so special.

https://scholarship.law.ufl.edu/fjil/vol15/iss1/6
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C. The Business Environment in Cuba
Antonio R. Zamora*
My topic today is about the business environment in Cuba. Cuba is very
important for the United States. Like everybody else, I am getting tired of
whether the embargo is going to be lifted, what is going to happen, what
relations are going to come back. Cuba has to deal with the United States
to get out of economic stagnation that is in Cuba. There is decision at the
highest levels of the Cuban government to re-establish economic relations
with the United States. They have, basically, abandoned the European
initiative. They certainly have abandoned the Latin American initiative. The
only thing that is there is the United States, who of course is the biggest
price, the biggest market, the biggest number of tourists, the biggest
everything. I think that the Cuban government has definitely made a
decision to go towards relations with the United States and again I would
not be surprised about anything that Castro would say today, tomorrow, or
any time.
I was in the Bay of Pigs and a prisoner of war after the Bay of Pigs. I
was very optimistic when I was a prisoner of war because the Cuban

* Latin America Counsel of Hughes Hubbard & Reed LL.P., Miami Office. He is a
graduate of the University of Florida, the University of Miami, and the University of Florida
College of Law. His experience as an international corporate lawyer includes general corporate
transactions, mergers and acquisitions, international joint ventures, private debt restructuring,
structured finance trmsactions and public/private offerings, with extensive experience in the area
of foreign investment and international trade. He is a frequent lecturer on international matters
and has written several articles on foregin investment, including three about Cuba. He is a native
of Cuba. He was also the general counsel of the Cuban-American National Foundation between
1981, when the Foundation was organized, and 1992. He was also the director of the Foundation
for several years, but at this time does not have any relationshp with the Foundation. In fact, he
opposes most of the points of the Foundation, since he is for engagement and against the embargo.
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government and Castro had made it a point that we were going to get out
of there. We did get out of there. He did whatever needed to be done to get
us to be traded for medicine and so on for the United States, and we left.
I think that we are in that stage right now in the situation between Cuba and
the United States. I think the Cuban government has made, and Castro has
made, the decision that it has to fix things with the United States, or bad
things are going to occur in the long run.
First of all, Cuban-Cubans are very aware that they have a great deal of
problems with Cuban-Americans. We go to Cuba and try to deal with
Cubans. They are sort of taking us like a bitter pill because it keeps the
pressure on the U.S. government and changes in Miami will certainly have
a political effect on the United States. Cuban-Cubans have a great deal of
problems with Cuban-Americans on the business, professional, and political
levels.
Secondly, the Cuban-American old guard, which is the one that has
most of the money and political power, have no clue what Cuba is about,
and do not understand Cuba. They will never get used to the Cuba that
exists today which is radically different from the Cuba that they left. They
will never adapt. So I do not see my old friends from the Foundation, going
to Cuba and running farms or doing business in Cuba. They would never do
that because it is just beyond their comprehension. It is another planet. It
is like a Gone With the Wind type situation. It is just not going to happen.
The third thing is that young Cuban-Americans, according to a poll
recently conducted in Miami, by the so-called Carlos A. Rodriguez Cuban
Study Group, showed that seventy-five percent of Cuban-Americans,
meaning Cuban-American children born in the United States, do not care
about Cuba at all. So I do not believe that we are going to take over in
Cuba. I think we are going to play an important role; but, I do not think it
is going to happen.
I think the Cuban-Cubans are going to continue to run Cuba for the
conceivable future. I subscribe to the thesis that nothing much is going to
happen in Cuba until Fidel Castro dies, and that nothing much is going to
happen in Cuba for maybe ten or fifteen years after that. I do not mean by
that that there's not a lot of change going on in Cuba. There is a
tremendous amount of change going on in Cuba. But politically it is not
going to be a great deal of change. So with that let me get to my topic,
because I think what I am going to tell you about is how business is done
in Cuba. I think it is important to understand a little bit about how business
is done in Cuba.

https://scholarship.law.ufl.edu/fjil/vol15/iss1/6
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Now Cuba, of course, and I mentioned that in my Article, is really two
distinct economic systems, and this is one thing that needs to be understood
right away. One is the socialist peso economy that takes care of everybody,
that everybody gets a check, everybody has basically a very large welfare
net under them. It is a reality of the situation. The other economy is a freemarket dollarized economy, obviously mostly involving international and
tourism and so on. These two systems are together and there are even
suggestions that there is a third system in between. There are mechanisms
in between.
There are people who receive money from the United States, who may
be in one system but contribute to the other. There are people who have
their own businesses in their homes such as restaurants, and the B&Bs who
are privately owned. There are people who, of course, get tips from the
hotels and get bonuses at the end of the year.
Even so, I really think that it is two systems, the socialist, peso-based
economy and free-market dollarized economy. The business enterprises, as
I call them, are the companies that operate in Cuba, that have the control
basically of the Cuban economy. Mostly I am talking about the free-market
dollarized economy, although the first of these business enterprises are the
state enterprises that operate a lot in the peso economy of course.
State enterprises, which there are about three thousand of them,
basically originated right after the revolution when the Cuban government
began a move toward socialism, where the Cuban government expropriated
not only the American properties but the Cuban properties too. The Cuban
government began a move toward a socialist state. Of course, like it
happened in the Soviet Union and in all the other Eastern European
countries, state enterprises were created to provide a little more flexibility,
a little bit more independence, perhaps a little bit more efficiency, and these
state enterprises were basically created at that time.
This move toward socialism, started in the mid-1960s or a little before
that, and continued to be developed over the years. The state enterprises
were basically created by a ministry, or some important organization with
that ministry, providing the funds to create the enterprise and defining the
purposes of the enterprise and so on. They are basically autonomous but
not completely separate from the ministry.
The Cuban government has undergone several major revisions and
major programs to make them more efficient. The latest one is to make the
enterprises more perfect. In order to do this, the main thing is that you have
real auditing; you have real accounting; you have to show whether you
make money or not; and if you do not make money after a couple of years,
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you are gone. You are either merged with somebody or you are simply
dissolved. Right now, according to the information that I have, as a whole,
state enterprises are making money for the Cuban government.
The second type of enterprise is the Cuban commercial company. Let
me digress for a second - somebody was asking where some ofthe money
for the purchase of the agricultural products in the United States - the
seventy or so million dollars - I believe, and I do not have any hard data
on this, but I have been told that by people who should know, some of that
money came from the Cuban commercial companies that I am going to talk
about. This is money that these enterprises have accumulated from tourism
and this money is directed to the purchase of agriculture. I will explain a
little bit more about that. Especially money that they have made outside of
Cuba.
Now Cuban commercial enterprises are nothing more than those
businesses that Cubans inherited from Spain. There are about three hundred
Cuban commercial companies. Some ofthem are quite large. Some ofthem
have maybe thirty to forty subsidiaries and are fairly large companies. These
enterprises are created exactly as any other except that people are
designated by the government, to become the shareholders of these
companies, and I guess they report back to the government. I do not know
exactly how it works, but one of the things that I am researching is
precisely that.
Now the Cuban commercial companies account for a lot more of this
dollarized economy than the three thousand state enterprises. The three
hundred or so Cuban commercial companies account for a lot more than
the three thousand state enterprises. By the way, these Cuban commercial
companies, some of them actually started before the fall of the Soviet Union
and the socialist bloc. They started even outside of Cuba to develop
methods to go around the embargo and to get goods into Cuba. But most
of them started really after the fall of the Soviet bloc, and it was a decision
by the Cuban government to create these enterprises to go and get into the
global economy and get into the dollarized world economy.
These commercial companies have, over the years, developed
restaurants outside of Cuba. They have developed travel agencies outside
of Cuba, cigar shops outside of Cuba, and recently they have gotten into
construction and development and other activities such as that. They have
been quite successful in some cases outside of Cuba.
Again, the point is that I have heard that a lot of the money that was
used to buy these agricultural products came from those developments that
these companies have done outside of Cuba. I know one company that is
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investing in a hotel in China. I know companies who are doing real estate
development in the Dominican Republic and Spain, and I assume Mexico,
but I am not sure about Mexico.

The next thing in the list, number three, is the mixed companies orjoint
venture companies as they are frequently called. Mixed companies are a
creation of Law 77, which is the foreign investment code, that was passed
by the Cuban Parliament in 1995. These are basically commercial
companies, like the Cuban commercial companies that have two or more
partners, one partner being a Cuban commercial company, although there
are some state enterprises that are into mixed companies at the moment,
and of course, one or more foreign companies. There can also be more than
one Cuban commerical company. But, it is basically a Cuban component
represented by most probably a Cuban commercial company, sometimes by
a state enterprise, and then a foreign, one or more foreign companies and
these are the companies that deal with the foreign investment in Cuba, the
tourism, and the mines and so on. This is where most of the activity is
centered. Of course, these companies, which number about four hundred,
are also much more important as far as the dollarized economy and the free
market economy than the three thousand state enterprises. Between the
mixed companies and the Cuban commercial companies, you really have the
heart of the Cuban economy in the dollarized area.
The fourth type of enterprise - it is actually a very rare thing - it is
the one company that exists in Cuba, that it is one hundred percent foreignowned. There is only one. Under Law 77, you are allowed to have totally
foreign-owned companies doing business in Cuba.
One company has the honor, or the privilege, or whatever, of being the
only one who has been approved, which is a company that operates the
power plant in the Isle of Pines, as it used to be called before the
revolution. It is a Panamanian interest created with Italian technology and
an Italian partner and they run that power plant under some sort of lease for
forty to fifty years. The last of the business enterprises are the branches of
foreign companies. This is the last player that I am going to mention or that
I can identify in the Cuban economy, in the Cuban spectrum of business
enterprises. The branch of the foreign companies established in Cuba in a
process that is much more complicated than we are used to.
In the United States, if you want to establish a branch in the United
States, all you have to do is produce basically your articles of
incorporation, translated into English, legalized by the consulate and what
have you, and you provide a statement as to what you are going to do, how
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much you are going to spend in Florida or in California. That is all you need
to do. You file it with the Secretary of State and that is it.
In Cuba the process is much more complicated. You have to provide
those things that I just said, but you have to provide a lot of other things
too. You have to provide tax returns, and financial statements. You have
to provide resumes of the people who are going to run the business in
Cuba. You have to get approved or recommended by the Chamber of
Commerce. The papers are filed with the Chamber of Commerce, and then
the Chamber of Commerce recommends approval and sends it to the
Ministry of Foreign Trade and then they make a decision.
It is a process that takes several months, maybe even more than several
months. Of course sometimes it is denied. There are as I mention in my
Article, about 525 branches of foreign companies. The number one country
represented is Spain by far, then you have Canada and Mexico and so on.
That is based on statistics from 1999 and 2000.
I was in Havana about ten days ago and I had the pleasure of meeting
the Secretary General of the Chamber of Commerce and she told me that
there are now about eight hundred branches of foreign companies operating
in Cuba. I do not know whether it is true or not but I assume there is no
reason for her to lie to me so I would take that number as correct. That
means that between 1999 or 2000 to date, there has been an increase of
almost three hundred companies. She also mentioned that another
possibility is that you appoint an agent, to represent you in Cuba. I said that
there were about eight or ten agents at the end of 1999. She tells me that
now there are about one hundred agents. That is not surprising.
In the intellectual property area, you know that U.S. companies can
register trademarks and their patents in Cuba, that is one of the exceptions
of the embargo. In the last two years, there has been a tremendous amount
of registration. It has doubled from the previous two years. I am not
suggesting that those companies are opening branches in Cuba, or naming
agents for U.S. companies, although probably some are. But there is
indeed, in the last couple of years, a great deal of interest reflected by the
number of agents appointed, by the number of branches open, and by the
number of patents and trademarks that have been filed. The branches of
foreign companies basically are authorized to do business in Cuba. That
leads me to a couple of things that I want to mention before I conclude.
One, and this is not a separate category, but there is a process in Cuba
to get an export license. In other words, you have to go through a process
with the Ministry of Foreign Trade to get a license to import stuff into Cuba
or to export. This is something that is quite complicated but there is a
directory of export companies, Cuban companies, state enterprises, and
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Cuban commercial companies, who also have to apply and get this license
and all of that. Some of the branches may be able to get occasionally a
license to do these things. So that is another very important category in the
Cuban business setting. That you have to have a license to export and to
import.
A very brief mention on taxes. I am basically a foreign investment
lawyer and we always talk about taxes when you are dealing with foreign
investment. Since 1994, there are taxes in Cuba that apply personally to
individuals and to companies. Roughly it is about thirty percent of profits
although you have exemptions for "x" number ofyears. It is quite common.
You also have the labor system problem. This is something that has already
been discussed. The way that mixed enterprises, the joint ventures between
the foreigners, and the foreign companies and the Cuban companies, hire
employees is through a state employment agency. They pay the state
employment agency in dollars and the employment agency pays the workers
in pesos. Now I think that perhaps this is something that is misunderstood
or maybe I do not understand it that well, but I think this is inevitable. I do
not see any option. If you get paid four hundred dollars at an international
hotel, as a worker, you take four hundred dollars home. In about three
months, you are king ofyour neighborhood. I mean you can buy everything
around you and you become a super-millionaire. It is just something that is
a reality. You cannot have people making four hundred dollars because, if
you multiply it by twenty, you are making eight thousand pesos. So that is
the excuse or the rationale behind the Cuban government saying you cannot
possibly pay these people in dollars.
At the same time, the hotel which operates in dollars, is not going to pay
four hundred pesos, so the Cuban government tells the foreign investor,
okay, you have to pay in dollars because that is the international standard.
It is a very good business for the Cuban government obviously. There is no
question about it. But at the same time there is a reality that you cannot pay
the Cuban worker four hundred dollars because it will destroy the whole
welfare of the other economy. The welfare economy will be destroyed by
this completely. The reality is that Cuban workers like to do work for
foreign companies or mixed companies because they do get the four
hundred pesos but they also get a bonus at the end of the year. They keep
tips. They get soap and stuff. They get to eat in the hotel. They are much
better off than the Cuban workers who work in the peso economy.
Finally, my tentative evaluation is that the two problems with Cuba as
a business setting are: First, the government is going to decide who does
business and who does not do business. It is going to make a decision based
on whatever their political considerations or economic considerations are,
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so it is not a place that you can go and do business because it is a free
economy. It is not. You have to get permission to do business. You have
to be allowed in. You have to be a part of the process of the government
of allowing you to participate. So, that is number one and that is a big
problem.

The second problem is that the legal infrastructure is lacking. There are
a lot of things in the Cuban legal system that are problems. There is
bankruptcy and a whole bunch of other things including the court system
and so on. These things are improving. There are better courts. There are
more independent lawyers, more independent judges and all that, but it is
still lacking. There are efforts at arbitration. Now you can argue and get
arbitration outside of the country. Things are moving along but still the
legal system is lacking.
Now Cuban commercial companies and mixed companies and the state
enterprises and the five different enterprises that I have mentioned, in my
opinion, have done quite well as far as the Cuban economy is concerned.
The Cuban economy is stagnated. There is no question about that, but they
compare well with other socialist countries, like Czechoslovakia, Hungary,
Rumania, and so on.
There are a couple of charts in my Article from Ed Candler that show
that Cuba does fairly well when it compares to other former members of
COMECOM, the Communist common market, and that is more due to the
credit of the Cuban commercial companies or business enterprises when
you consider the embargo. The East European nations and companies went
into Western Europe, got investment from Western Europe, had trade with
Western Europe, and the embargo has denied the Cuban business
enterprises that opportunity.
Secondly, I think it is important to consider the business that the Cuban
enterprises are doing abroad. I think this is important. I think they are being
exposed to market economies and to international standards and so on.
They are lacking but they are gaining every day and they are investing in
Europe. They are investing in Latin America. They are even now doing
business with the United States and I think that is good and I think that will
be good for the future.
People ask about the future, how is the army going to play a role, how
do the parties play a role, etc. The Cuban entrepreneurs who head these
companies, even though they are now controlled and so on say that what
they want most is freedom to act and to be more independent according to
a poll. I believe that if we are lucky the CEOs and COOs and so on of these
companies are the ones who will hopefully move Cuba through a transition
once whatever happens happens. I would rather deal with them than deal
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with military officers or party members. I think we will understand each
other a lot better, dealing with these individuals in these enterprises.
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D. Questions and Answers

W. GORDON:
I would like to ask a couple of questions and make a couple of
comments. The comments that Tony Zamora just made about the salaries
of people and getting extra money from tips and so on, relates to ajoke that
is told in Cuba of two young girls who are talking to each other. One of
them says, "I understand you got rid of your boyfriend. I really liked him.
Why did you do that?" The other one says, "Yes, I did get rid of him. He
lied to me. He told me he was a bellhop at the hotel, but he was only a
doctor." So there is a sort of upside down world in this. I wonder if Teo
Babun would make comment on this two to five billion dollars of trade.
Trade is a two-way arrangement. Is that an evenly balanced trade, or does
that mean that Cuba is going to need four billion dollars of U.S. and foreign
goods and will only have a billion to export? Where is Cuba going to get
the money? Are we going to get into the position of a very substantial
indebtedness?
MICHAEL

A. BABUN, JR.:
I do not think there is any question. I do not think Cuba could be in a
position to react immediately to any type of major opportunity to trade with
the United States, even though the United States would be the natural
trading partner for Cuba. It will still be very difficult. Whoever works with
the Cubans, would need to make substantial investments in the country in
order to help them get in a position to generate trade dollars, and to
generate the export. That has to come with some form of modification in
the investment laws within the country, including hopefully some type of
process where they would allow foreign investors to come in and
participate more aggressively in opportunities in the country, particularly
in the areas of agriculture, vegetable, and in the mining sector which
immediately will become available. For example, Cuba does not export
magnesium, but they have tremendous potential for that. They do not
export salt, but they have tremendous mining capacity for salt. Both can be
used in the United States. Of course any further development of cement
would be looking toward export opportunities. So they have a lot of
products that can be exported, even before they get into the service sector
type businesses that they will have to develop in order to export.
TEO

MICHAEL

W. GORDON:

One comment on the remittances that you mentioned. Very often you
see that roughly one billion dollars were remittances by families. That is a
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gross and a net because there is nothing to deduct. Very often Cuba will
announce the amount earned from tourism which often turns out to be a
gross, so if you see a $1.2-1.4 billion, they have got to pay for towels, they
have got to pay for a lot of inputs for that. The actual net is therefore
considerably lower. I would think that would be the same with sugar, Bill
Messina, that you have a gross. You have to buy fertilizer. You have to buy
tractors, and so, so there has to be some type of deduction before you get
to the netted figure. One comment that I am interested in is the comment
about Cuban-Cubans being aware of their economic limitations. But then,
you talk about the branches that are going into Cuba. These are being
staffed by Cuban-Cubans, and they are learning. As you mentioned, later,
there is a group that is learning. Unfortunately, they are learning but they
are not amassing capital. There is a certain sadness, I think, to the fact that
of the second two, that exiles do not know Cuba and that the young ones
do not care to know Cuba. To me, it is the Miami-Cubans, that generic
foreign Cubans, that is the future of Cuba in the sense that this group needs
to provide the work and religious ethic. They need to provide capital and
I am sure they will do that through partnerships with family members to
bring them into things. So I do wonder who is going to get the Ford
franchise, who is going to get the Texaco gas station franchise, and the
most prominent question on the mind of everybody is: Who gets
McDonald' s in Cuba? One last comment, then I would like to continue with
questions and responses. It is very interesting that this company
arrangement is issuing shares. One of the very difficult problems of Eastern
Europe to privatization was that there was no vehicle for conversion. The
state owned the companies. They did not have to have shares. So they first
had to create a business organization form so that there were shares before
they could privatize. Cuba is doing that now. I think it would be very
interesting. I am sure Castro would not like you to be talking about that as
one of the first stages of transition in the business structure form.
R. ZAMORA:
First of all, remittances are not taxed. That is a big chunk of money.
There is no tax on remittances. That money goes from Miami and New
York or wherever, straight into the pocket ofthe relatives in Cuba. Another
point concerning what Teo Babun said, there is a study about the possibility
of exporting natural gas, from Cuba to Florida, as a potential export. I have
not seen the study, but I know of it and it was reported in the press and so
on. I think that may be significant if it turns out to be true. There is a lot of
natural gas in Cuba.
ANTONIO
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QUESTION:

This is not a question but an answer to your question as to who is going
to get the Ford franchise. When we gringos go down there and talk to
them, they say, Gator Ford's going to get the franchise, and not the traitors
in Miami. So to some this is what they say. They say they want to deal with
real Americans. People with names like Smith and Brown. Teo Babun, I do
not know if you have heard this?
TEO A. BABUN, JR.:

Yes, I have heard of it, but then I also have heard of it in China before
the Taiwanese started coming in, and now they own a lot of those
businesses in China.
QUESTION:

I think one thing. Your talk about Cuba is not important in the larger
sense of the United States, but Cuba is important to Florida. It is important
not only from a positive standpoint, but a prospective negative standpoint
which you know better than I do.
W. GORDON:
That is why I say that one of the five things that I mention is what is the
face of Miami going to look like. I think that South Florida will be
significantly altered.

MICHAEL

QUESTION:

Florida as a whole is going to participate in this, as perhaps unwilling
taxpayers. All kinds of things could happen. Four hundred fifty thousand
immigrant petitions, which no doubt, a lot of those through the years have
been approved but they can be exercised. That alone will have an impact.
Florida agriculture will also have an impact on it. There are a lot of other
things. In Central Florida, we have to focus on it, even though South
Florida may not. What can you tell us about the free trade zones?
R. ZAMORA:
The free trade zones are in place and are basically empty. Like I said
before, we are the boat. We are the deans and the gaps, and even the
electronics. The free trade zones are basically doing very little but they are
there. There are two in Havana. I think one is in Sinfuegos, and another
someplace - in Santiago. They are waiting for the lifting of the embargo.
After the embargo is ended, then I think they will play a tremendous role.
I think because of their high education and capabilities, Cubans will be
tremendous workers in assembly plants, putting together the jeans and the
ANTONIO
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shirts and also the electronics. Like in Mexico, it will be one of the big
industries in Cuba.
MICHAEL

W. GORDON:

Are they being used for law firms? I heard that there was a Dutch law
firm in one of the free trade zones in the airport in Havana.
ANTONIO

R. ZAMORA:

Well, the Dutch law firm is gone. That was Trinity Van Dom. But the
remnants of the Dutch law firm is a firm called Berger & Young. Berger is
Dutch and Young is a Canadian, and they have an office in the free trade
zone. There have been a couple of Spanish firms that also have had offices
in free trade zones. They cannot operate outside of the free trade zones. In
other words, they cannot give legal advice outside of the free trade zones.
They do basically have, in the case of Berger & Young, an office outside
of the trade zone and they act as consultants. They are allowed to give
consulting-type services but they cannot act as lawyers.
QUESTION:

The number of foreign investments on an annual basis is declining. It is
reported that Cuba is becoming more selective in approving foreign
investments. Do you have a feel for what areas are going to be favored.
R. ZAMORA:
Foreign investments are declining, and the approval of foreign
investments is declining. I think that is part of the decision by the Cuban
government to look to the United States and do things with the United
States and forget about the Europeans. The reasoning is something like
this. The Europeans give us all kinds of problems with human rights and
democracy and they provide very little cash. Let us deal with the Americans
on human rights and democracy and we will have a lot of cash. That is the
basic approach. I think you are right. One thing about Cuba which you may
not realize however: the Cuban government is not selling anything. They
just lease on long-term basis. All this foreign investment, which really has
not been that much, basically gives them a lease. There were some sales of
condominiums in Havana, but they put an end to that a couple of years ago.
Most of the businesses that are going on in Cuba are on a lease basis with
no transfer of title.
ANTONIO
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